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David Boundy talking with Johnathan Edwards from GlobalServe-talking about Net 
Provisioning - ^^^^^a.*Ja^j| 

DEB Johnathan could you just start again at the top and describe the boxes and tell us what's 
going on 

JE What we've developed is a combination of e-procurement hooked to e-supply chain. 
And essentially what it does is allow a customer from his PC to be able to order PC and 
related technologies anywhere around the globe at his globally negotiated contract price. 
And he has a number of choices in which he have his own internal architecture designed 
that may prove to be the way they want come into our catalogue, so we have built a 
number of things, a catalogue that allows you the price, place an order, track an order and 
report on/and provide management reporting. We have designed a combination of 
processes and connections that allow the customer to come into that catalogue. Some of 
them are very much open standards and we have also designed a series of pieces of code 
that allow net provisioning to not, not only receive that order clearly priced, but allow it 
to root itself to a fulfillment partner, whether that be a manufacturer, a GlobalServe 
fulfillment service agent or service provider in terms of fulfilling the required order. The 
IP that we see is a combination of the process itself, the connections and indeed the actual 
contact points from customer through to fulfilling. 

If we wrote, for example here, a series of routing software of something, that's IP. But 
what we are looking to do in here in terms of how orders come in, and of course here, 
which is the applications very clearly written by, in a contract that S&S did for us, its 
more of what we are looking to patent is how does this route, and do we take the 
ecosystem of third parties that sit around GlobalServe and connect them We designed 
that, so it is a combination of technology and design of who those third parties are and 
how they need to be connected. 

DEB Connected in a contractual relationship sense? 

JE Yes, and electronically. So it is the combination. That's what we think is patentable. 
Because anyone who come and snap shot and say "hey, look what these guys did" they 
actually will be able to contractually build this contract called XXX with Compaq, for 
example, and then IBM and HP and Toshiba, and with these types of organizations in 
these countries, that's what we are looking to protect, because that took seven (7) years 
for us to actually evolve in our thinking, and then our construction, and then our 
execution. And it is very easy to take, for example, a list of our contracts to see who we 
contracted with and go into our web site and pull off how this is being routed, and you 
can immediately get the blue print, as we call it, that shows how a customer can get from 
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end to end through three (3) clicks. So all the work behind the three (3) clicks that we are 
tying to protect 

JE An so the question is, you see normally when we design this stuff we do this on paper, 
and through industry knowledge. But we suddenly go to a point where customers are ' 
looking at this and saying, how did we birild all this, and we suddenly realize the 
magnitude of it, that we'd just like to protect. 

DEB 
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— there is some degree of I would say intellectual property in those contracts here. On top of 
that we've built the supply chain, we say b order to build it - we've then build it, we have then 
built it as another tool called Remote Service Desk, and then if you say it is an electronic 
transaction process that goes through. When it comes to Wedsite, the human system, the logo 
request to promote service desk. Should the business model is in essence the same. They are two 
tools that execute die— today the nature of the request is such that we had to develop two 
different tools an the nature of the way customers buy. 

It would be worth saying as well that the service side of the business, the foundation of that 
product, forget about die design of the flow of bu siness and the contracts that buyers fo 
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On the flip side Net Provisioning in terms of the application, is a hundred percent designed and 
developed and built by us. 



JH 



JE 
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Net Provisioning is a completely separate developmentcy, developed by a completely 
independently. Remote Service Desk is another team. 

They are completely independent There are other things mat sit around Net Provisioning, such 
as code that we've written for example, the order router, Jonas wrote. We can ship orders out 
automatically, that we wrote , and that needs to be defined, we need to get the source code locked 
under lock and key somewhere. Not just sitting on our technologies guys' machines. And also 
documented and integrated into our overall solution that should be patented. So what you've 
gotten here is you've got a whole bunch of stuff and David you know I do need that sort of the 
back of a cigarette pack diagram of how Net Provisioning works from end to end, with all the 
different components. And I am suggesting mat that's what we are attempting to patent, as much 
as we are the technology we've developed. Is that right in saying that? 

If I could just add something to Jonathan. I think the real uniqueness about out business, is the 
business model. The technology in the code itself, is not particularly unique, its the way it has 
been applied to a new business model. So if you tried to patent the fact that no one else could go 

and design a website that gives you you can't do mat But it is the way you go and 

executed against that 
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But if the market is what would be provided as a solution, right? And it's the way we do it that 
we hope to patent 



And that went live when? 



JE To be fair , the overall line in sought of integrating the supply chain of the building the network 
out, the electronic network out there is ongoing. You will probably never get to a point of 
completion in my lifetime. 

MF No. But once one part of the ,if it is a tree in other words, one complete branch of the tree is 
formed, with enough of the elements are there I think would create 

JE If you want to use that analogy, what we actually built in that provision, is probably the trunk, 

and what we are continuing to build out is the branches and the roots. That analogy is probably a 
good one if you assume the branches arc off collecting the customers, bringing them down 
through the trunk which is built and out towards the supply channel which is the roots. And now 
the roots and branches will be - they are infinitessimaL 

MF Lets focus on the business model for the moment What do you think is newest about that, 
relative to the. Lets take an existing company that's global, like IBM who sells computers 
globally. What's the difference between what they do and what you do? If they had a computer 
interface to theirs, would it be the same or ? 

JE That's a beautiful example, because arguably IBM could be someone to challenge the patent 

However, IBM's view GlobalServe as having a supply chain by design and implementation today 
is a useful option for them in supplying their global customers with PCs. So what's different 
about it is that it's the contracts , it's the way that we've overcome the legal barriers and 
internationalism, if you like. It is the internet and the products we've bought on the internet to 
free flow business transactions cross border. 

MF How do you get across the border any differently than any other contract 

JH Let me also just add a couple of things just to draw direct comparison with the IBM. One of the 
key differences of our business model is that we own none of the in-countiy infrastructure. It is a 
true supply chain. Unlike IBM, they would use the IBM subsidiary in Europe, the IBM 
subsidiary in the United States, and in Latin America they have a partnership with someone else, 
effectively a distributor on the other half Ours is one hundred percent, we only own the above - 
country infrastructure and everything else is virtual. So in that sense it is different from the IBM 
model. The second thing is, Jonathan is right, the contract structure we've developed allows us to 
basically, the prime contractor, subcontractor thing. Jonathan you may be able to answer what 
unique about that I don't know. And then if you look at die tool itself, Remote Service Desk or 
Net Provisioning, unlike IBM's tool which ties into their backend order processing system, our 
tools run with an open interface at the backend, so feat we can tie into any part of our supply 
chain. We could tie it in with IBM and get IBM to supply direct, or we could go to a reseller or 
we could go through a distributor. We have opened up the backend of the application so that they 
would build into the supply chain. 

MF So lets take a transaction through, for example, from end to end. Lets say you've got a computer 
supplier identified in London, and I have got a purchaser in the US, Florida? 
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JH What would happen is that first of all we would have a formal contract with the customer. This is 
not a come in and buy on an ad hoc basis. It is a formally contractual relationship with the 
customer, whereby we built their procurement environment Their procurement officer in Florida 
would come into the site and they would select the product that they require, and they would 
select the location they require that product at 

MF Say this is an international company based in Florida that wants to put a computer on die ground 
in Brazil. 



JH Yes -So they in they select the product that they want They select Brazil and they select the 
delivery point for that product 

MF OK So say you are going to buy ten servers and have it delivered to BraziL 

JH What will then happen is we will then display to them the price of that product based upon 
calculating the price in-country based upon agreements with the manufacturers. 

MF So though your data base, you're going to identify someone in your supply chain who is willing 
to supply that PC or that server at some price. 

JH And that's all fonnally contracted, dial's why we have this contract structure with a supply chain 
whereby it allows us to offer this price to the customer through us, through our site, and then it 
would be executed through their backend. So if we just complete this transaction, the customer 
says, I want ten servers in Brazil, it gives them the price. What will then happen is the Net 
Provisioning site would look at the order, it would build the order into a transaction record, it 
would then get parts to what Jonathan describe as what we call the 'order router'. The 'order 
router* then says -'right, this is going to Brazil" and it say Tiow I am going to transmit that 
order", then it has a transmission method of sending the order to the partner in Brazil, which 
could be EDI, could be XML, it could be an email, it could be a fax It depends on how that order 
is transmitted. 



JE That is in itself is part of the cleverness as well. The fact that we figured out, you know, even 
people sort of like developing love bugs out of Thailand have got email. Out of like die three 
hundred countries there are out there, we probable going to let transact their email, and, you 
know, what is the difference in that one? It is a small difference, where we have thought it 
through, we came up with a solution and we are able to build an electronic means of transfer of 
business to them. 

MF So in advance of the transaction, you have identified a means of doing it 

JE Right, and the point is that we could probably sit and go through the whole model of it and tell 
you that there is no one else doing this. To say thai no one does email is crazy. But what we are 

saying is, is what we designed two hundred countries would use email, fifty countries use 

telex, because that's all they use in that country or fax, twenty-five of them would use EDI, thirty 
of them would use XML and then physically make the connections. So it's the design of die 
network, it's the production of electronic solutions and it's the actual live working organism of a 
supply chain and ^procurement product that pull together. Now, go back the IBM scenario. 
IBM just doesn't have that and they would sit for hours; and I will give you and example. 
Compaq, on the other hand have asked me to spend three months with them, going and describing 
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how we do our supply chain, so that they can actually even leverage off it, or build one 
themselves. 

MF Now, why would you want to tell them? It seems to me from what you've told me... 

JE I don't What it would mean is that I am just tiying to show you that clearly is a 

differentiator here, but to describe it is like one of two things, its not, it's the whole. 

MF It would see to me that the most valuable thing you have going for yourselves is the supply chain, 
which is your trade secret 

JE I would say this when talking VC guys. If I was asked to do due diligence on GlobalServe for 
them as an external independent party. We have two things I think is very powerful. The pricing 
schema, that fits within the procurement product, and the supply chain, and the connections to it 



And this is where I was going to add something which I think we mustn't lose a step here. When 
the order, when I said Net Provision prepares the order and passes it on to the Transaction Router 
that's going to transmit it out, it does several filings; (1) it goes through what Jonathan describes 
as the global pricing matrix the schema what basically says it takes whichever pricing model that 
applies to that product from the manufacturer and goes through a set step of calculations. Than 
what it does, it also does two things, it does part number translation, so that when the supply 
chain, our agent in Brazil receives it, he receives it with the correct part numbers on it so he c an 
fill against it so he gets the right price and the right part numbers. He sometimes also do 
something call part substitution. And that is actually a day to day schema which it is documented 
where it goes through a logical set of steps to arrive at the correct price and the correct part 
number. 



JR Now, let me throw the question back to you both, does all that make sense? 

MF I think so. What I am trying to figure out is first off, why aglobal system like this is an 

advantage over a non-global system, in that, are you saying, that, lets say Compaq - no something 
different . Lets say some company is setting up a global network around the world, maybe a 
couple computers in Brazil, a couple with London, a couple with China 

JH That's not your typical client we are dealing with. The typical client we are dealing with is if you 
had get someone like BP Amoco who will over the next nine month procure twenty-eight 
thousand PCs across the Americas 

JR On a daily basis. They may order twenty at 1 0 o'clock, 50 at 11 o'clock, 1 at 2 o'clock. 
JH And all the different locations and delivered at different ship - to addresses etc. 
JE They would want a single price around the world 

MF They want a single price around the world and they want a single point of contact for die whole 
corporation. 

JH Correct. 
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:JE; They.wmi assiH-aoce that thi^ : system;ih&^ere ft^^^cing ttie QtdgKiS^ving them,. the 
;pri^#^ 

MF :: - Which tliey assume is their best price: 

: Itisth^lj^pi^ actiiallpjpmduce the;price. 

for ihieehumfr^ and twenty 

JE ; They have already negotiate the prices byjhe ipaiiujFact^er. 
■Iff, The B-fix^ 

M Both W their j^^t^^4l^4 : WWthf b^st to of ^ we 
^wM&io track ail thV^ and say at the end of the year, listen, this is how 

much tee guys spent wthytm. They use Am as leverage to get a better price next year, 

JH I thirikJit is probable, well for us to take a couple steps back so.you„ understand theprocess of 
global, how globalcorporatioris buy- this stuff BP \s ent'to IBM .and Compaq, HP and Dell and 
alt the others, ^we are goingvb :}>uy teii titousiiiid ;PCs <<yye*^ a deal-; 

JFhey.do thmvfd^Md its is a formally contracted deal with a formal discount m^mWM^: 
formal pricing structure. That pricing structure is quite complex. Y ou have a scries of countries, 
you have a senes of prices, discount sLrucrurcs, trade blocs:' tariffs, : exchangeTate: etc~to.arnvc.at 
SiflfS^^^aily paysr Single price, 'but whatthey actually pay in each country, does vary 
Wliaiwe-'th'en'take is that deal *ui<£'W^ 

^^^ytj^^tel So Mat;\ye l; have BMtfdfB^Am^o 'isl^Si^liat 'cbvers.:all ;the\ 

Brazil for tbose ten '-servers. They get die price, they puttitetordk/in. The system does all the 
cleVer-stM^^ ItitJ^mits the order to Itxal ^ procureipeni; 'p*fa&i.!&&-%& the 

order, they ship it but to BP and th?n the local partner biUs BP. We don't bill BP for the goods, 
the local partner bills BP for the goods. To complete the whole transaction cycle, we then earn 
our revenue one or two ways: ^(1) tfere yvewQiiM 
negbti^feto the aistdm^^ procurement iobh Say for every transaction yye 

process is a dollar value, agaiusrthat transaction. We then go and recover thai transaction fee 
^nrthecttslmtet M&&\ 
jhey -have bpughtt oujr%apW^ tool to differentiate 

<sup'pH% s^-i^K Thre^u^^ . 

qi^to perc^ deal:* structure is* 

and we wilt recover as, a commission back to us. So thafs our two revenue streams. Tmsactiaa 
;fe$,;<>Tcom^ 

JE: -.mi 

MF Ee£*s go 'back to Iffie BP ^fci»oeo% scenario, they hayegpt ipsr very epinplex c$ii^ 



want to implement it around the world. They could go to IBM to do it. But the problem is no 
customer is single vendor. They Sre always ■multi-vendor. So that's vyhytliey come io someone 
like us, to toplem^ ' 

the OEMs, that's why we have agreements with them. Sonie^of it inayxget supplied by our " 
-resdiors. vSftMtff.^ Iu£$^^ arid 

'tbat^vj^^^ 

JH: it^s an inte^ we add My 

value;? 

JE I would say this, Hits singteyesdoi^ direct «v#fe the manufacturer, if its muiti^ 

DK , #6^ifl^ 

DK One contribution i want to add here is that, i think one of the places where GlobaiServe has value-: 
^l^SllE-^ they re S ularl > r go back to the manufacturers and keep^h#aci^p»|| 
^l^mmmhJiQi Mclkni So the pricing, when the customer goes in and price to buy a 
PC aU tiie pricing has been updated on a regularly basis. 1 gather that the prices change, and on 
top of that the customers, lets say BP Amoco, has a standard desktop that uses, lets assume its 
running Windows 2000 and Word this and it configured up a particular way and they've got 
Lotus Votes or whatever email program they've got, that's what GlobaLServe,call its standard and 
GidbalServe also maintains pricing on the standard and knows what the : standard;is^aBd ; caii then, 
geuhese PCs configured and sent out to the customers in the way rhey want it using global 
pricing. Its carnalizing cveiything to the customer standard desktop. Is that a fair assessment? 

1 3© ■ Yep,. Do you^%:im^sf- 

M Yep, Axid I think it is difficult. As we've said its difficult to. squeeze, all of this into haltan-hour, 
but 1 think in essence, going back to what Jonathan said, we have a legal. structure that is unique, 
we have the supply chain and another tiling is the work, the business^ode^the work flow, the * 
processors and the way we've automated those work flow and processors, that^wpuld truly make 
the combination of the two unique. If you separate the supply chain, keep that to qneside, it'sa 
•supply/chaiii • ; Y%t#£;te^^ website. You combine the two and 
jntegr&e the two like .we have In the business model have, you then have something pretty 
unique;' • " *" 

MP 1 would also'ffi 

they could themselves. 
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JH One of the key values we provide to the customer, I think as David just say, we underwrite in the 
contract we sign with die customer that this will be the right price of die OEM's currently obliged 
to supply under its agreement 

JE Let me go back to my question, where I was leading to before. Hopefully you understood this, in 
particularly where I honed in on the two key essences on what I consider our two unique 
differences are. Is this worth patenting? 

MF It is a difficult thing to answer in any case. In think , well, it depends for acouple different 
reasons. I may give different reasons as these guys as probable told you to get it patented. 

JE Let me backup and ask a different question. Its is probably and unfair one, based upon the fact 
that you don't the commercial or the commercial that I've mentioned. Do you believe that it will 
get patented? 



DK Jonathan the question is, what is your objective in trying to get a patent Is your object to 
JE Prevent my competitors from getting in and doing it. 

DK So you are not looking this, you are not looking at value of having the patent pending, you are 
looking at the value of exclusivity. 

JE I am looking for the feet that if, you know, for example, someone gets hold of the notion of what 
we have done, they can't do it exactly the same way we just spent die last eight years building, 
you know, ho w to do it 

MF Here is rub with all that, and that is you can't right now, if we filed instantly, you never gonna be 
able to get a claim that prevents people from doing that which they are already doing. That which 
is already been disclosed to the public for more than a year, in the form of other publications. 

JE Right, which this hasn't And I know for a fact that our competitors are not doing this right now. 

MF Right So 

JE Just recently as yesterday. 

MF The question you are asking me to put it in our terms for you is, can we get an enforceable claim 
against a competitor that we see coming down the road after we are out there in the market place. 

DK I think it is not just an enforceable claim, because its going to be pretty easy probable to get you a 
patent. I think you are going to get an enforceable claim that's of sufficient scope to be of any 
competitive advantage. You are going to be able to get a patent, I would presume, on some piece 
of this, the question is whether it is worth the paper it is written on. 

JH Can I ask another question on patent? If we got a patent, would it not make it easier ... .by the 
way when David and I were doing the trademark applications, we had this long debate, and so 
where could we go. We could go into office supplies, copiers, audio visual, anything to the 
already in the corporate market that involves procurement 
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MF Actually, 1 think there is another area too, and that is medical Hospitals around the world are 
becoming more bigger and bigger and bigger. They are not international. 

JE It is okay to have global contract, 

DK Not yet 

XH But they will do. When you get the purpose of this we are going international. My question then, 
and I am not quite yes there is a protection element, but in my mind 
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